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International Trade
and Domestic Business

REDENT developments m TUnited States furel%n‘ trade
have exerted on the whole a faverabla inflrence on domestio
business conditions. The relative stability of nenmilitary
exports through 1853 and particularly the rise which set
"in during the early part of 1954 sided in minimizing the
decline in nstional output. At the same time various factors
discussed [ater snabled most foreigh countries to maintain
their sales to the United States at & relatively high rate.
United States importa during January—Tuns 1954 were only
7 pereent below the nesr-record purcheses in the first half
of 1953, Thay wera s large ae in the second half of last
year, and the trend this year has been upward.

The shipping strike which occurred in March 1954 was in
part Tesponsible for the significant gains in trade during the
second quartar,  Data for May June indieate, howarer,
that even without the strike, both exports and imports
would have besn hi%l;er than in the first quarter.

Notewor glzo hag been an expansion in services ex-
changed, and an accelerating toward the freeing of
mternationn] fransactions from Government contrels in
some of the :ﬁ]qr countries in_ Continental Europe, the
sterling area, and in some of the Latin American Repuk}l .

The relsxation of restrictions on international transactions
bhas been made possible not only by the im]iruve.d gold
and dollar position of the countrnes concerned but alse by
their rising confidence in their own productive eapacity and
gompetitive ability, and in the maintenance of high cutput
and ineomes in the Tnited States. ,

Among other fectors contributing to this improvement
has been the largs expansion in foreign travel, which promises
to provide nesarly $1.2 billion to foreigh cowntries this year.
Travel expenditures by Tnited States residents in forsign
countries during the brst half of 1954 amounted to nesrly
3400 million, In addition, iravelers paid neariy $100 million
in fares to foreign carriers, and about $110 million to United
Siates ateam=hnp companias and eirlines.

Payments by travelers during the first 6 months normolly
rug about two-fifths of the shnna] total, On this bagis,
United States travel expenditures, excluding international
fares, should reach nearly $1 billion {or the year 1854.

Alibhough foreiga restrictione on transactions with the
United States have been ¢onsiderably relaxed, and foreign
t= and loans by the United States Clovernment were
urther reduced, foraign connjries ndded another $200 ratllion
io their gold and liquid dollar assets through transactions
with the United States in the second quezter bringing the
total for ¢the Fear ending in Jone o ebout §1.7 billlon.
Evean th the overall rise was about 3200 miion less
in the second quarter than during the corresponding period
of last year, the rise in such asscts of the sterling aren was
about equal to that of last year. Continentzl Kurope, in
oddition to reducing long-term debts to the Unlted States,
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continued to expand its reserves, but at o slower rafe. The
nonsterling countries in Asia, mainly fapan, Siam and the
Philippines, however, had to meet inerensing deficits. .

The secoamalsdon of gold and dollar assets by Latin
American as & whole was considerably smaller than 2 year
aarlier nnd there were sharply divergent trends within the
arep. Colombia, Venezuela nnd Cuoba had substandial gains,
while Brazil and Mexico had losses. A capital outfow from
Mexieo forced gold sales to the United States of $80 million
offset in part hy an increase of $534 million in Mexico-held
dellar deposits.

MERCHANDISE TRADE

Marchandise exports from the United States aside from
military end-items transferved undar aid programa ware $200
million higher in the first helf of 1954 than in the like period
o year ago.! About half of thiz rize consisted of raw eotton,
vegetable oils, and other agricultural commodities. The
improvement m thess exports was facilitated by the disa
pesarance of exeess gotton inventories in the rest of the wor
and by the acceptanca of foreign currencies by the Govern-
ment in payment for agrieulturel exports over and above
normal fﬂmrén purchages, Sh£mmts under this program,
which sta late in 19563 and smounted in thet yesr to
less than %15 million, exgseded $100 million during January—
June 1954. ‘

Among mejor agricultural products only grain and tobacco
sxports o the § menths ware bolow those of a Foar &ﬁ
The lower shipments of tobaceo resulted entively from the
variation 1 tming of United Kingdom purchases. Sales
during the erop Fyear July 1953-June 1954 were actually
higher than those of the preceding year. Gramn expoits,
however, continved to decling in the first half of 1054,
Ernergency shipments to Paldstan had been completed st
the end of 1953 and shipments to ¢ continued to be
advorsely affected by inereassd produetion within Eurepe
and imports from other sources.

Exports and domestic production

Exports of nonagricuitural poods in total alao Tose during
the first half of thig year thmgh the effects of foreign sales
upon domestic induslrles differed considerably. Greater
axports of motor trucks and cosches, automobiles, rmlway
passenger cars, and oonferrous metals daring 1254 affset in
part the reduced domestic sales of these producis, The
gteel industry was slso helped by foreizn demand which
offset in part the lower domestic shipments. Rising sales
abroad aided the tota] sales of the chemical industry, which
iz the subject of 2 companion article in thiz iesve of the
SUEvEY.

For zome other industries—machine tople and metal-
working machinery, tractors, freight eas, and eonl—-lower ax-
polis ne memed’ with [ast year coincided with reduced
domestic demands.

1. Thr Agueq ot ko 6ok 4, N B, fr Whe Dose ball ar 1963 Incheded lrse Sranaford wmdie
tho Foorgan, Tallef Eregrara of Sapplos oblolued ovoraa. ) "
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Nonagricultural Exports of the United States and of
Other Major Manufacturing Couniries *
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Larger raw material exports

Producers of chemicals, metals, hides, wood snd paper,
and other basic materials were among thosa to benefit most
from the growing export demand which developed in 1954.
Exports n%l?haaﬂ products increased in importance relative
to those of most types of producers’ durable goods. In the
latter category, the only major improvenents were in truek
A 10 o lesser extent in construction equipment.

& partial shift from exports of indusinal equipment to
shipments of basie materials reflected, to a degres, business
developments in Canada and soine other countries, a5 well
45 tho decrensing backlog of Europesn oiders fov machine
tools and indnstrial e%uipmant. At the same timea, new or
expaoded industries abroad required b imports of raw
materials. In the first half of 1954 "Western Iurope's in-
dusﬁ;lnl production wos substantizliy higher than a year
carlier.

Moreover, some European gouniries expanded their -
ventories of coppar and other basie metals and materials in
recens monihs. Thess purcheses may also have been stimu-
lated by the resumption in Aueust 1953 of ]lajnmta treding
in eopper on the London Metad Exchange and by the develop-
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ment of more abundant st;[;glica of motals, hides, and other
raw materials in the United States where export controls
were relaxed ns domestic demends eased inventories
policies becams increasingly conservative.

Exports of consumer goods fare well

Exportz of consumer goods have also fared relativeiy
bhattor then shipments of cepiiz] squipment. Thiz reflects
the maiotenance of hiﬁh inconwes in most foreign countries
and tha relazation of import and ex restrretions
resulting from the improvement in foreign dollar reserves.
Passenger car cxporis were the largest sinca the first balf of
1951 and shipments of appliances also moved upward.

Among nondurables, exports of medicinals continued the
sleady improvement that began after the firet quarter of 10532,
Textile exports have remained relatively stable sines the mid-
dia of 1952, aa increased per capite conswumpiion in major
Toreign murkets hne coinsided with intensified competition
fram other textils exporiing eountries. .

The rise in exporte of consumer goods occurred despite
declining sales to Canada, traditionslly a leading market.
Canadian purchages of paszeneer cars, appliances, and radice

i
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&nd television sets were greetly curtailed duering the current

* year as inventories prew relative to sales.  Although the rata

of spending by Canndian consumers was well maintained,
their outlay on eonsumer durable poods was reduced whila the
amonnt spent Tor services and nondurables increased. These

" developmente penernlly paralleled & eimilar movement which

gecirred somewhat earlier o the United States, and they

foreed cutbacks in Canadian producticn as well as in imports,

United States exports strongly competitive

1854 has damon-
nited States prod-
ucts in world markets. The sccompenying chart indicates
that Tnited States sxporters inersased their sales to Latin
America sand the outer sterling srea in the face of greatly
intensified competition from other major manufasturing na-
tions, Moreover, the United States continved to maintain
4% relative share in the Canadian marker, although in the
second quarter of 1954 exports to Canada had not yet recov-
argd from the drop which began in mid-1955. In addition
to the reduced experts of capital and consumer goods, lower
shipmeniz of coal and petroleurn also contribnted to the

The rise m nonsgricultural exports duri

" deciine. Ths steady growth in the usa of indizenous sources

of petroleum and water power have steadily diminished
Canadian requirements for imported fuel. Other exports,
particularly tractors asnd other farm machinery, were ad-
versely affected by the reduction in Cenadisn farm ncome.

. Latin America buys more

-

While a year azo trade with Canada stood in tha strongest,
position, in the first helf of 1952 the Liatin Americen market
provided the greatest stimulus to United Stotes nonagricul-
ture] exports. ] ]

Latin American countries teken topether incressed their
purchescs of almest all types of American goods, includi
passenger cars, medicinals and other eonsumer items; cupit]ﬁ

Eﬂﬂds guch 2z railway eguipment, tractors and tracks znd

“buases; and chemicals

other relatad items.

The chart indieates that other industrial countries in-
creased their exports to Letia America during 1963, In
1954, however, these gaing wore somewhat modifiad ag ship-
ments declined from t peak value recorded during the last
monthe of 1653, Nearly one-hslf of Latin Ameriea’s pur-
ehages from these countries consiated of machinery and

- transport equipment while chemicals. steel and other raw

tanterials made up #n additional one-third of ths tetal.
Latin America's rising imports can be attributed to o
vurnber of factors, chief of which was an ability to muainiain
siles to the United States and 2o increase axports to Europe.
Dollsr garnings through sates to the United Stntes were sus-
tamed by rielng coffes prices and increased petrolovrs and

.irgh ore exports which offset the lower shipments of wool,

"Chzba, Chile,

copper and tin. At the same lime, Latin A merica benefited
by expanding marksts in Western Eurepe for foedstuffs and
industrial raw materinls. '

The need to replenish inventories was snother factor
behind the recent 1isc in Latin America's imports. The
chart pietures tha curtuilment of imporits by these countries
in 1952 and early 1953, which was spparently excessive
relativa to the bagie import requirements of eointries such
a6 Brazil. Brazil alone accounted for abous three-fourths
of the decline in Umited States nonsgricultural exports o
Latin America after the middle of 1852 and for at least n
1,%1511:1 of the new rise from the first Lo the second quarters of
1 .

Markets in some Letin Amarican ecountries—particuiard
tina, and Peru—have been less favorable
ju 195¢. In Cubs and Chils, incomes from the production

AT — il —3
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of sugar and copper, respectively, had declined. Although
shipments to Mexico remained relatively high threugh mid-
1954, having dropped off only slightly in June, the sffects
of the devalnation of tha pese in Apsil upon szles may be
noticed laier.

Sterling area markets improve

The rite in United States nonagricultural axports to the
outer sterling area, particulaly Auvsiralia and South Alrics,
also reflecis the easing of import restrictions brought abous
bﬂr the improvement in sterling ares reserves. The chart
shows, however, that these countries had liberalized their
imporis from Japan, Germeny, and other continental Euro-
pean couniries early in 1953. Only in the second guarter
of 1954 did the reloxetion of dizsertminatory trads econtrols
allow significently grester imports from the United States,
iocluding those of passenger cars, textilles and industrial
types of goods, :

onagricultural exports to Western Burope and to other
countries such as Japan and the Fhilippines showed only
moderate varintion from the 1953 pattern. On balunca,
exports to Western Europe rose somewhat in the first bali
of 1954, reflecting msinly the higher demend for metsls,
clemicals and other hasic materisla, The recent trade
liheralization policies adopted by some Ewvropsan couniriss
had only a limited effect upon United States sales of con-
m;mer goods, such a= passenger ears, throogh the middle
of 1954,

The moderately hipgher nonagriculioral exports to Japan
can also be nncn{mtgd for h;gélreater shi];crlilmm of ]:-E;lic
materialy, particvlarly copper scrap snd slloys, althouph
these fell off during the second quartar of 1954, In general,
the outlook for exports to fapan is somewhat Uncertnin due
to the reduction in dellar receiptz from United States mili-
tary oxpanditures.

I mports muaintained

The movement of United States imports during the year
ended June 1954 indicates that forsipn dollar earnings were
not preatly affected by the moderate decline in United States
business setivity. The value of gensral imports during the
fivst balf or 1954 wes as high ns 1 the preceding 6 months
but the trend was upwards while it moved dewn in the
preceding period. Compared with the firet half of 1953
imporis were anly 7 percent lower.

ports for consumption shown in the chart indicate an
even smalier decline. The reduction in imports relativa to
mannizcturing production was less in the last year than
that experienced 1o 1046,

Role of coffee and cocoa prices

The explonntion lies partly in the differing behavior of
prices for imported foodsinfts during these two perieds of
declining business activity, In the first half of 1854 the
upwd o in impert unit velucs for cocon and coffze wos
instrumental in mainteping the value of total imports.
Coffee imports roze by $130 million as compared with a year
ago slthough the velume declined slightly. Cocon imporis
were higher by $30 million, despite a large drop in quantity.

In 1944, in confrast, & sharp brealk in prices offset only
partially by & rise in quantity, cansed g signifiesnt reduction
in the value of cocon imports and thus reinforeed the decline
in the value of imports of other goods, At the snma time,
the rise in eoffes imports by noarly $100 million from 1948
to 1549 was due mainly to the greater volume of purcheses
rather than to higher prices. Not until 1950 did the imports
1'%ﬂ1e5£9the sharp Tize 1 sofen prices which hegrn in the fall
o .
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United States Imports for Consumption
and Manufacturing Production
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Strength in other prices

The ﬂgeater relative strength in prises of imported erude
materisis and semimanufsetures, as compared with the 1948—
4@ period, also cushioned the decline in the value of imports
after the middle of 1953, Ae illustraied by the chart, the
relative fall in the value of imports of raw materials in the
year ended June 1954, was only slightly greater than the drop
in the quantity of these imports. nw materjal prices in
the ﬁ;ﬁjp alf of 1954 averaged less than & percent below those

Ly a ago.
PmMa,io?g ﬂdjmengt.(; in prices of some leading row material
imports such as ‘wool, Tubber, woodpuln, and lend, had
oecurred earlier in 1951 and 1952. Furthermors, com-
modities with stable or increased prices become more im-
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portant in the owverall import picture. Petrolenm prices
roze considerably after the first half of 1953 while imports
were well maintained. Other commodities with relntweig
stable import unit values and a greater weight in teo
1mgqrts were newsprint, nickel, bauxite, tungzten, cobals,
and iron ore.

Ag manufacturing output abroad expanded m 1963 and
199¢, foreign demand became relatively more importent in
determining the prices of some commeodities traded on inter-
national markets. The effect upon prices of the reduetion in
United States demand was therefore offset, unlike in 1949
when production in Europe and Japan was still impeded by
war-time dislocations,

In the case of wool, however, the hizh 1]:-riea.e::al induced by
heavy foreizn buying were an important fagtor in reducing
ihe valie of our imports.  Ag formign prices rose above those
in the United States, wool
tie wool and drew down inventories. In the second gquarter
of 1954, both imports and ronsamption recovered somewhat
and stocks of foreigh wool ingreased for the first time since
the second querter of 1953,

Oiher stobilizing factors

The decline in the volume of imports of erude and semi-
manufactured products was somewhat less relative to the
decline in manufncturing produstion than in 19¢5—49. For
gereral importent commodities, like tin and rubber, most of
the decline may be ascribed to changes around the middle of
10953 in Government importz for the strategic stoekpile.
During the second cﬂmrtcr of the current yosr the Govern-
ment Increazad stockpile purchases again, particularly of tin
and copper,

The relatively amall decline in imports for private aceount
may in part be attzibuted o the fact that for many import
€0 fipz, barpuse of the decline in prices, the rise in
inventories prior to the middie of 1853 was relatively emall
and that consequently imports did not have to ba laer
reduced below the current rate of wiilization. Lead and
zine may be the major exceptions,

Another factor stabilizing imporis wes the inproved com-
petitive position of imported materiels, The decline in
indusérial demand for rubber, for instance, affected mainly
tha domestic production of the synthetic product, while the
utilization of natural rabber inersazed stoadily over the dast
year. Imports of iron ore from newly developed resources

1 Venezuela rose, nlthough total consumption of iron ore -

declinad.

Imports of severnl major items, such 85 petroleum and
paper, for which domestic demand did ot change materially
were Tather stable. On the oiher hand, there are still mony
raw materigls for which imports absorh the major part of the
impact in domestic business Suctustions. Amopg these are
most nonferrons metals and hides and skins. ]
ment in consumption of nonferrous metals during the second
guaréer of 1954 caused & new rise in imperts, particulsily of
copper ond lend.

A major elemont in the import decline sinee lest year was
the 50 percent decline in steel mill products. These com-
maodities were gonerally not imported before the wor, and

postwar imports took place menty in periods of domestic .

supply siringencies such as during end after the steel atrike
in 1952, though steel supplies besame more ample
relaiive to demand in recent months, some foreign steel
appears i have retained & market in this country as Lnports
have atabilized dunag the second quarter of this year.
Imports of finished manefactures appaar to have beon well
maiptained. This applies not only t0 commodities which
were imported before the war, but slso to relelively new

acturers switched to domes-

The mmprove- -
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imporis which were developed in receni years, such as auto-
+ mobiles, sewing machines, tractors, and electrical and office
. ma.chme.;"];'jj . L
i, 'The still rising trend in jmports of these products offset
in part the which could atherwise be expectad from
' the adjustments 1n domestic business activity.

FOREIGN TRAVYEL

© _As poinled out in the infroductory section of this article,
; U. 5. travelers are providing record dellar earnings to foreign
countries this gca.r _Americans are cted to spend a
» billion dollaxs abroad in 1954, and in addition pay out nearly
3200 million to forsign earriers for fares, This continues a
well-established postwar uptrend which has seen the yearly
number of travelers {0 overseas destinations rise with the
“gxpansion of {acilities for their transportation. Both plenes
, and ships heve incressed their capecity to setisfy the
of Americans to go abroad. Trovel to most of the nearb
, treas has also been in record voluma, Dletails wre now avail-
nbla through 1983 to pppraize thees moTements. )
American residents spent 5395 million in foreigh eouniries
during 1953, In nddition, sbout $1380 million wus spent for
-~ fares on foreign carriers and about $200 million was paid to
United States carriers for international trensportation.
*  Dwuring the first half of 1954 the rate of increase in trovel
payments to foreign countries over the comparable 1953
ericd wns nearly 5 percent. This gain occurred despite &
sveling off of expenditures in Mexico nnd Canada during
early 1954, aa indieated in tahle 1. Alsp, travel payments to
. Eurcpe in the first § months of 1453 were abnormelly Ligh
a5z a result of an unusvally heavy volume of tourist travel
v~ eonnected with the British coronation.

w Table 1l.—Estinatad Mumbers and Expenditures of United States
ﬁlﬁd:s:lt;sﬂ'ne]ing in Foreign Conntries, 195255 and First
ol
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Mexico. This was more than offset by ingreased border ex-
penditures, reflecting & growth in the number of service per-
sonnel in camps situated . the proximity of the border.
During the first half of 1054 travel by United States residents
to the mterior of Mexico continued to decline.  Devaluation
of the pess in April 1054 did not affect travel payments in
the second quarier. It i possible that the more favarable
exchonge rate will stimulate travel to Mexico later in the
wenr, perhape resulting in increased payments to Maxico.

The Inrgest rise in absclete terms in United States travel
sxpenditures in 19523 and the firet half of 1954 occurred in
the European and Mediterranean area. This was prineci-
pally due tor mo incresse in the number of iravelers to Europe,
reflocting o continuing growth in trapsporteéion facilities.
Travel to Europe by air in 1953 increased by mors than &
fifth over 1952, while the numbers of travelers by sea rose
by 7 percent. (See table 2.)

Table 2—Estimanred Expenditures und Numbers of Unjted Stares
iiﬂldanlta trareling Lo Europe pnd the Medictrranean Area,
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Travel ditures in Canada, which in 1953 had tisen
- to $282 milicn afier leveling off from the previons high
reachod in 1948, showed a glicht inerease in tha first hali of
1954, Canada’s share of United States travel dollars had
remained about the same for the past 2 somewhat
*lower then during and immediately after the zecond world
. WET, When & ment of oversea movements diverted
travel to nearby 101'&15 countries, Ower half of American
, expenditures for travel in Canada in 1953 were made by
imdividuals who went there by avtomobile, and they ac-
counted for nearly 70 percent of total travelars.
Mexico with 192 million received the second largest shara
+of United States travel deltars in 1953, in spite of & decrease
_in the numbars of Americans traveling to the interior of

1, Pamenger Iares and Gumarnimobit sl ere exchdod; mor defntled deloinfon dee mot-
Tk, tabbe 1, phga Li, SIMTEY oF CURRENT BUSMNES, Junw 1853
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Par cupita axpenditurez of travelers to Europe increased
in the third and fourth quarcers of 1953 and the first quarter
of 1954 by sbout 6 percent over the comparable periods of
the preceging wear, after having remainega relatively stable
smea 1950,

TFalde 3.~=Nmmhber smd Exponditures of United States Residents
Travaling in Europe sid the Mediterramean Aves, 1952=53, Total
and Selected Coumtriog !
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France continued to receive the major
taurist expenditures in Europe, $68 million in 1§53.
taizlc 3.} Howewer, this represenied o smgller share of the
Europesn fotal thon in oiher recent
Eingdom’s shore of United States traw
a new high of $57 million in 1953 a8 a result of visitors drawn
te Great Britein by the Coronsation.
increase of about 1 percent over the preceding year in per
eapits expenditures. The mfux of tourists to the British
Isles in 1953 also resulted in highsy expenditures in Eire.

Troavel expenditures in the West Indie: and Central
America have leveled off during the last 3 years. A slight
rige in travel volume has been aceomparnied by a shift in
traval o the nesrby Biitish West Indies, where the average
expenditure is eormewhat lowser than for tha srea as a ivhale.
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Hich of American Fgrg 1 travel
(Bea tan
Expenditures hy
ears.  'The United
payments Teached
BYErag:
There was nlso an  Precedmng & years.

trovel spendi

topped

around $44 million

reached an ell-time high of $5627 million in 19563
shout 3 percent hizhar than in 1652, compared with an
annual increase of nearly 10 percent during the
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to the United States

foreigners traveling in the United States
This was

Consadians contineed to aceount for over balf of all foreign
here. Raceipts of $307 million in 1953
e 1952 figure by §13 million end excesded Ameriesn
travel paymente to Cansda by 325 millien. Although the
nember of United States residents visiting Cannds exceeded
the number of Canadigns travelin

diture of Canedizn travelers is
eceipts from European travelers have stabilized ai

hers, fhe per capitn
igher.

to 345 million o year for the past § years.
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Moast of these expenditures wers made by business travelers.
The ensmgz of exchangs restrictions by some Eurspenn
countries during the latter pars of the period hava not yet
becn reflected in o rise in travel o the Tnited States by their
residents.

Trovel expenditures in the United States by Latin Ameri-
cen residents continae $o increase slowly ne incomes in these
countries rize and transporiatien facilities at Jowsr rates

" hecoms available,

BALANCE OF PAYMENTS

The tabls of the balance of payments of the United States
brings together all of the transactions, and breaks them down
into the major areas and types. The merchandise and
-« travel secounts have besn extensively reviewsd in the

preceding eections, and the very substaniial improvement in
Second Quoarter 1953 and First o Sccond Quag tegs, 1954,

SURVEY OF CUREENT BUSINESS
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the dollar reserve position of foreign countries was high-
lighted in tha i.n(.mcfuemry pert of this articls.

There remain: to he reviewed cepital movements and
Government aid, and s word to be ssid with regsrd to
military expenditures which, as pl:Jinted out in last month's
issns of the Survey, added $2X% billion to foreign countries’
dollar receipts m 1953, These expendilures United
States forces have conginued to rize in Kurope, but have
contrected in the Fer East. The rise this year in Eucope
was due mainly to incressed payments on “offshore” pro-
curement contrects, which resched #1530 million in the
second quarter of 1064,

Capiial movements

Within ﬂ)iv&te capital movamente, direct investments
remained about as high in the second gquarter of 1854 as last
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yesr, but the estimates for direet investrnents in Canada
during the second guarter include shout $30 million for
investment trusts organized in that counfry by American
interests os 3 means of acguiring Canadian securities for
long-term investment.

There was a considerable rise in infernational puorchages
and sales of corporate stocks, with Americans bum{om&nﬁ
stocks, particularly in Cenada and the Nether , Wi
investors in some Eur n countriez investad sobstential
amounts in United Stntes stocks,

The inproved supply of capital in both Canada and Europe
reduced difference between United States and foreign in-
terest rates, and thus practicelly elminated new issues of
forsign securifies here. During the six months cnding in
March these flotations had resulted in a capital ontfow of
%375 million. In fact, European countries found it adven-
tapaous to redues their lonp-term debtz to private United
States banks during the secobisd quazter. Furthermore, since
June, the Metherfapds has made substantinl repaymenta
kefore mabturity on a reconstruetion loan by the International
Bank, and the United Kinﬁﬂgm returned o the International
Monetary Fund $112 onilion obtained in 1947 and 1048,
Tha Internsiienal Bank found i possible to obtain an m-
creasing propottion of its capital requirements in Eumge and
Cuanada, and in July a privete American corporation foated
& loan in Europe. .

Short-term United States capital reversed its movements
from = net retwrn flow which bad lasted all through 1953
end the first quarter of 1354 to & net outflow of over $100
million. Mgst of this outlow consisted of comnercial
credita on exports, particuarfy to Brazil and Colombis.
There wasz also an outflow of short-term funds to the United
Kingdom, possibly in eonnection with the opening of the
golt? mearket and warious commodity exchanges m that
country.

Governmeni aid
The rige in milit
mainly o incre

aid during the second quarter was due
shipments of military equipment to

September 10564

Indochina prior to the conelugion of the armmistice. The
smaller amount of other grants included about $65 million as
budget gid to Franss to meet the costs of the wer in Indochins
and $15 million in Pritish corency obigined through the sale
of surplus agricultural goeds, which was refurned as gronts -
to tha United Kingdom to further the general aims of the
mutual security program. .

Ralgaymenta on long-term Government eredits exeseded
new Joans by about $50 million, and the short-term Govern- *
ment capital outflow reflects largely a net ingresse in holdings
of foreign enrrency or claims srising from the snle of surplus
sgricultursl materiela. Thus, Governmeni ascistance io |
foreign countries to overcome basic deficiencies in their
seonomies has declined move than the figures for Government
grants and capital movemsnts indicate.

Second quarter sumimnary

Omitting exports of military-end items supplisd under
military said programs, and redueing net exports by abount |,
$100 million to sllow for the effects of the interruption of
&hippmlg during March, the balancs of goods and servicesin .
favor of the United States during the second quarter amount-
ed to approximately $470 million. This amount was about -
$120 million larger than the aggrogate fumds avsilable to
fomigin countries from privete remittances, Government
tranafer pg{menta end long-term private investments. In |
pert, thersfors, United Btates exports during the sscond
quarter were financed by special means such as shori-term
})rimt.a eredits or Government grants and acceptance of
oﬂgn curreneies in payment for surplus  egricaltural .
produsts.

Em&t. for the last quarter of 1953, which was affscted by '
seagonally lerge incomes from foreign investments, this wes
the first timne since the second quarter of 1052 that the
balanea due the Yaited States on goods and services bad nok
rentained within the limit within which it tould be financad
without resort Lo snchspecial means. On the whole however,
the position of loreign sountriez mirrore further economic
iImprovement.

Fr

Growth Characteristics of the Economy
IHusirated by the Chemical Industry
{Continued from p. 14}

Overall, it is estimetad that the chemical industry has in-
vested over 51 hillion for facifities to preduce all types of
gynthetic fibors sinee the end of the war. By the end of
1955, additional subztential expenditures will be necessary
to complete the present facilities expansion program.

The rapid large-scale development of the syathetic rubber
industry provides a further illustration of the huge invesi-
ment vequired in the development of a new product. Prior
to the last war the only commercia) sFnthetie robber of son-
sequence produced in thie country was neoprene. This was
firat introduced in 1834 with production reaching snly 2,000
tonz by 1938, Within the spaee of a little ovar three Years
approximately $700 million was invested in Government
cwned synthetic rubber producing facilities having 4 capacity
of 1,000,000 toxs. ‘ .

Equally impressive has been the expansion in plastics mon-
ufae ture. e expansion goal ealls for eapacity to produce
4.6 Lillion pounds of plastic materials by January 1, 1955,
involring a total investmens of $450 milhon. The gosl rep-
regents nn increa=e of 2.5 billion pounds over actual produg-
tion of 2.1 billion pounds produced in 1851. This program
includes all the resins which awe utilized et.:d);‘nducu clvilion,
defense-supporting, snd certiin miltiary items,

Government Expenditures and Income
{Contintead from ¢ B o

by & deficit. The differences in both ceses, however, have
been quite small relative to total revenues.

A major portion of the State and jocal new construction -1
put in, ]‘J e during the past yenr was financed out of bor-
rowed 8. From July 1853 through June 1954, these ~

vernments raised new eapital smounting to 36.6 biilion,

again us oquck 63 in the previcus year. The rate of b=~
rowing has been unusually high since last Janwary with the
trend toward Erralz«lt'-liguil[!.ani-ir_i.%l ]l)miect-s o contributing factor.

The outlook for State and local p ases is for another .,
year of ineraase close to the $2 hillion postwar average snnusl

rate. The heavy borrowings of recent months foreshedow %
& resumpiion of the Iong-term rising trend of pew construc-
lion ou ¢ Faderal-gid highway grants have beon doublag =

for fiscal years 1955 and 1856, and school enrollments are up
ebarply npain this fall, amﬂn‘%haddit.ianal demands  for
wmm ond school facilities. ile 1the over-all increasa in
debt duning the past yoar has been e, liguid nssets held™
by State and local governments—maostly in sinking funds— s
ere still rising almost as fast s the debt. The course of
revenues during this seme period is dependent in part upon «
the trend of geneval economic conditionsg, but the tax strue-
tures of uhese governmants tead to muke receipts relatively
insensitive to =amall chobnges in the nationsl produst and
income. N



